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open meeting held December 14 and 15, 2010, the Company committed to file a
financing application with the Commission in 2011 to infuse 20 percent debt into the
Company’s capital structure with an actual cost of debt of 5.7 percent. Based on that
commitment, the Company has offered to use a hypothetical capital structure in this case
of 20 percent debt and 80 percent equity, with a cost of debt of 5.7 percent. The parties
also have agreed to use of a 9.5 percent return on equity in this case. We agree with a
proposed hypothetical capital structure of 20 percent debt and 80 percent equity with a
9.5 percent return on equity and a 5.7 percent cost of debt. Applying the 9.5 percent cost
of equity and 5.7 percent cost of debt to the hypothetical capital structure results in an
overall weighted cost of capital for the Company of 8.74.
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